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The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

Transmitted  herewith  is  the  report  on  the  audit  of  the  Economic  Opportunity 
Division  of  the  State  Department  of  Intergovernmental  Relations  for  the  seven- 
teen months  ended  June  30,  1972. 

The  audit  was  conducted  by  the  public  accounting  firm  of  Dobbins,  McGrew 
and  Malone,  C.P.A. 's,  of  Missoula,  under  a  joint  contract  between  the  firm, 
the  department,  and  our  office.   Pursuant  to  contract  provisions,  the  report 
has  been  directed  to  the  Office  of  the  Legislative  Auditor  as  the  firm's  client. 

The  comments  and  recommendations  contained  in  this  report  have  been  dis- 
cussed with  the  acting  director  of  the  Department  of  Intergovernmental  Relations 
and  the  administrator  of  the  Economic  Opportunity  Division.   At  our  request, 
these  officials  have  submitted  a  written  reply  to  the  matters  raised  in  the 
audit  report  and  the  audit  firm  has  prepared  written  comments  on  the  agency 
reply.   The  department's  reply  indicates  no  disagreement  with  the  recommendations 
presented  in  the  audit  report  and  that  action  has  been  taken  or  will  be  taken 
to  accomplish  each  recommendation.   The  full  text  of  the  agency  reply  (excluding 
numerous  exhibits)  and  the  C.P.A.  firm's  comments  are  included  later  in  the 
report. 

In  transmitting  the  agency  reply  to  us  on  March  12,  1973,  officials  of  the 
Department  of  Intergovernmental  Relations  stated  that  about  $130,000  in  federal 
grant  funds  was  being  withheld  from  the  state  by  the  federal  OEO  office  in 
Denver.   According  to  these  officials,  the  grant  money  was  being  withheld  due 


to  the  failure  of  the  audit  report  to  meet  federal  OEO  guidelines. 

The  audit  was  conducted  pursuant  to  the  Standards  For  Audit  Of  Govern- 
mental Organizations,  Programs,  Activities  &  Functions  promulgated  by  the 
U.  S.  General  Accounting  Office  and  advocated  by  U.  S.  Office  of  Management 
and  Budget  Circular  No.  A-73  (revised).   The  purpose  of  these  standards  and 
our  purpose  In  using  them  was  to  provide  for  a  meaningful  audit  broader  in 
nature  than  ordinarily  necessary  to  establish  the  credibility  of  financial 
reports  and  to  overcome  the  previously  unique  audit  requirements  of  each 
federal  agency  such  as  those  expressed  in  the  OEO  audit  guidelines. 

Our  attempt  to  accomplish  the  foregoing  was  resisted  by  the  federal 
OEO  office  in  Denver  and,  as  a  consequence,  the  initial  draft  of  the  audit 
report  report  was  modified  to  satisfy  the  federal  OEO  requirements.   In  this 
regard,  a  modified  and  apparently  satisfactory  audit  report  was  sent  to  the 
federal  OEO  office  in  Denver  on  March  13,  1973.   Nevertheless,  the  federal 
OEO  office  continued  to  withhold  the  grant  funds  and  did  not  release  the 
grant  money  until  June  28,  1973,  more  than  three  months  after  an  acceptable 
audit  report  was  sent  to  them. 

We  continue  to  support  the  audit  approaches  and  concepts  advocated  by 
the  U.  S.  General  Accounting  Office  and  0MB  Circular  A-73,  revised,  and  plan 
to  incorporate  them  in  future  audits  of  federal  grants  to  state  agencies. 
In  this  connection,  we  intend  to  contact  the  appropriate  federal  agencies 
and  attempt  to  obtain  their  commitment  to  the  GAO  audit  standards  before 
future  audits  of  federal  grants  are  undertaken. 

We  wish  to  thank  the  acting  director  of  the  Department  of  Intergovern- 
mental Relations  and  his  staff  for  their  cooperation  and  assistance. 

Respectfully  submitted. 


Morris  L.  Brusett 
Legislative  Auditor 


July  3,  1973 


AUDIT  REPORT 


DEPARTMENT  OF  INTERGOVERNMENTAL  RELATIONS 
ECONOMIC  OPPORTUNITY  DIVISION 


TABLE  OF  CONTENTS 


Administrative  Officials 
Summary  of  Recommendations 
Opinion  of  Certified  Public  Accountants 
History  and  Grant  Description 
Auditor's  Comments  and  Recommendations 
Financial  Statements: 
Exhibit  A 


Exhibit  B 
Exhibit  B-1 

Exhibit  C 
Exhibit  D 
Exhibit  E 
Exhibit  F  -  I 
Exhibit  J 


All  Funds  Balance  Sheet 

All  Funds  Statement  of  Changes  in  Fund  Balance 

Federal  and  Private  Revenue  Fund  Statement  of 
Changes  in  Fund  Balance 

All  Funds  Statement  of  Revenues 

All  Funds  Statement  of  Expenditures 

Statement  of  Changes  in  General  Fixed  Assets 

Statement  of  Grant  Expenditures 

Supplemental  Schedule  of  Federal  Grant 
Revenues  and  Expenditures  in  Federal  and 
Private  Revenue  Fund 


Page 

ii 

iii 

1 

2-9 

10-18 

19 

20 

21-22 
23 

24-25 
26 

27-30 

31-32 


ADMINISTRATIVE  OFFICIALS 

Department  of  Intergovernmental  Relations 
Acting  Director,  Martin  T.  Mangan 

Economic  Opportunity  Division 
Administrator,  Dan  Newman 


-ii- 


DEPARTMENT  OF  INTERGOVERNMENTAL  RELATIONS 
ECONOMIC  OPPORTUNITY  DIVISION 

SUMMARY  OF  RECOMMENDATIONS 

Page 

Prepare  monthly  financial  statements  of  the  combined 

operation  on  a  timely  basis.  11 

Determine  accounting  requirements,  document  basis  for 

accounting  entries,  and  utilize  the  statewide  accounting 

and  budgeting  system.  12 

Implement  the  property  control  procedures  prescribed  in 

Management  Memo  70-17  and  determine  any  additional  required 

procedures.  13 

Eliminate  practice  of  pre-signing  contingent  revolving  account 

checks .  14 

Reconcile  bank  statements  independently  on  a  timely  basis.  14 

Maintain  travel  advance  subsidiary  ledger  in  agreement  with 

accountability.  14 

File  void  checks  with  checks  returned  from  the  bank.  14 

Document  basis  for  in-kind  services,  record  on  a  timely  basis, 

and  maintain  detail  in  agreement  with  control  account.  15 

Establish  a  deadline  for  submission  of  claims.  16 

Resolve  and  pay  disputed  claims  on  a  timely  basis.  16 

Require  completed  employment  applications  from  all  employees 

and  retain  the  completed  forms  in  employee  files.  16 

Pursue  the  possibility  of  changing  the  federal  grant  periods 

to  coincide  with  the  state  fiscal  year.  17 

Document  the  basis  for  significant  deviations  from  the  approved 

budget.  18 
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State  of  Montana 

Office  of  the  Legislative  Auditor 

State  Capitol 

Helena.  Montana  59601 


We  have  examined  the  Balance  Sheet  of  the  Montana  State  Economic 
Opportunity  Office  as  of  June  30,  1972  and  the  related  statements  of 
operation,  as  set  forth  in  the  table  of  contents  in  this  report,  for  the 
seventeen  month  period  then  ended.   Our  examination  was  made  in  accordance 
with  generally  accepted  auditing  standards  and  accordingly  included  such 
tests  of  the  accounting  records  and  such  other  auditing  procedures  as 
we  considered  necessary  in  the  circumstances.   The  federal  government's 
"Accounting  System  Survey  and  Audit  Guide"  was  utilized  during  our  exam- 
ination to  insure  that  federal  grant  requirements  were  considered. 

In  our  opinion,  the  accompanying  financial  statements  present  fairly 
the  financial  position  of  the  Montana  State  Economic  Opportunity  Office 
as  of  June  30,  1972,  and  the  results  of  its  operations  for  the  seventeen 
month  period  then  ended,  in  conformity  with  generally  accepted  governmental 
accounting  principles  applied  on  a  basis  consistent  with  that  of  the 
year  ended  January  31,  1 97 ' • 
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Certified  Public  Accountants 


HISTORY  AND  GRANT  DESCRIPTION 

STATE  AGENCY  ASSISTANCE  PROGRAM 

The  Monlann  Stote  Economic  Opportunity  Office  was  established  under 
Chapter  263,  Montana  Laws  of  1965,  within  the  Office  of  the  Governor.   The 
SEO  office  has  the  responsibility  for  coordinating  community  action  programs 
in  Montana  and  provides  assistance  as  a  consultant  to  those  programs.   The 
office  is  financed  80%  by  federal  government  grants  and  20%  by  General  Fund 
appropriations  and  in-kind  services  furnished  by  the  State.   The  first  grant 
period  began  August  6,  1965.   The  grant  period  for  the  state  agency  assist- 
ance program  covers  the  annual  fiscal  year  February  1  -  January  31.   The 
table  below  summarizes  the  history  of  this  program  and  the  authorization 
for  the  program  currently  operating.   (See  Exhibit  F  for  detail  of 
2/71  -  1/72  expenditures). 


Grant  Period(s) 


State  Support: 

In-Kind 
Cash 

Total 

Federal  Participation 

Total  Expenditures 


78  Months   12  Months  Authorized 
8/65-1/71   2/71-1/72   2/72-1/73 


$   19,989  $   6,443 

17.460  9.513 

37,449  15,956   $  15,555 

174.449  56,500     68,381 

$211,898  $    72,456        $   83,936 


MOBILIZATION  OF  RESOURCES  PROGRAM 

On  June  2,  1970,  the  Federal  Office  of  Economic  Opportunity  approved 
a  grant  of  $107,998  to  the  Montana  State  Economic  Opportunity  Office. 
Subsequently  the  program  grant  year  was  extended  and  an  additional  $11,200 
was  granted  on  August  13,  1971  to   finish  accomplishing  the  objectives  of 
the  program.   (See  Exhibit  G  for  detail  of  2/71  -  1/72  expenditures).   The 
Objectives  of  the  grant  program  were  as  follows: 


1.  Support  the  establishment  of  low-income  groups  and  organizations 
throughout  the  state  in  their  efforts  to  identify  ond  solve  the 
pi i  ght  of  the  poor. 

2.  Establish,  cooperatively,  with  the  Department  of  Planning  and 
Economic  Development,  twelve  multi-county  district  poverty 
planning  committees. 

3.  Establish  twelve  multi-county  district  poverty  analysis  and 
comprehensive  plans  to  mobilize  existing  and  new  resources  to 
reduce  and  eventually  eliminate  poverty. 

^.  Establish  state  poverty  study  which  will  be  utilized  by  the 
various  state  agencies  and  organizations  as  they  establish 
their  poverty  priorities  and  programs. 

5.  Establish  a  state  poverty  planning  committee  to  advocate 

priorities,  programs,  and  funding  within  the  State  of  Montana. 

The  program  was  fully  financed  by  the  federal  grant.   Expenditures 

were  first  made  from  grant  receipts  in  October  1970.   As  shown  by  Exhibit  G, 

total  expend  i  tures  for  the  program  were  $119,192,  which  was  within  the 

authorization.   The  items  on  that  exhibit  where  expenditures  exceeded  the 

authorization  were  within  the  f lexabi  1  i t ies  established  by  the  Office 

of  Economic  Opportunity. 
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CAREER  OPPORTUNITY  TRAINING  PROGRAM 

On  June  10,  1970,  a  federal  grant  of  $62,939  was  approved  as  OEO's 
contribution  to  a  pilot  program  designed  to  provide  training  and  career 
opportunities  in  the  field  of  education  for  60  low-income  individuals 
from  the  Crow  and  Northern  Cheyenne  Indian  Reservations.   The  objectives 
of  the  program  in  addition  to  the  direct  benefits  to  the  participants 
were:   (1)  Development  of  a  new  curriculum  for  training  teachers  who 
from  both  minority  and  disadvantaged  populations  and  who  will  serve  such 
populations  as  professional  educators,  and  (2)  Establishment  of  communi- 
cation and  understanding  between  schools  and  the  low-income  communities 
they  serve  by  the  participation  in  the  educational  process  by  individuals 
who  understand  the  life  style,  attitudes,  and  particular  cultural  traits 
of  those  living  in  the  community. 

The  terms  of  the  federal  grant  provide  that  $13'+,000  will  be  provided 
on  a  matching  basis  as  a  nonfederal  contribution.   The  approved  application 
for  the  grant  indicates  this  matching  contribution  will  be  provided  by 
private  and  public  school  districts.   The  Office  of  the  State  Superintendent 
of  Public  Instruction  and  State  Economic  Opportunity  Office  provided 
technical  assistance  to  the  program. 

The  original  grant  was  extended  to  October  10,  197' ■   In  order  to  con- 
tinue this  program  another  separate  federal  grant  No.  857^+  was  approved  by 
OEO  in  the  amount  of  $17,3^6.   This  amount  combined  with  the  balance  of  the 
original  grant  ($12,590)  were  received  and  disbursed  to  the  delegate  agency 
Eastern  Montana  College.   Grant  No.  857^  covered  the  period  October  10,  1971  to 
January  10,  1972. 
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HEAD  START  PUBLIC  SERVICE  CAREERS  PROGRAM 

In  November  1970,  the  State  Economic  Opportunity  Office  entered  into 
an  agreement  with  the  Community  Action  Program  Agency  of  Billings  and 
Yellowstone  County  whereby  SEOO  would  temporarily  process  the  payroll  of 
the  local  agency's  Head  Start  Public  Service  Careers  Program.   The  arrange- 
ment K-Jas   entered  into  temporarily  pending  the  local  agency's  negotiations 
with  a  public  agency  in  Billings  to  process  the  payroll.   As  shown  in  Exhibit 
B-1,  SEOO  had  $2^,^21  of  funds  remaining  at  January  31,  1971.   The  arrange- 
ment was  continued  until  March  1971. 

SPECIAL  TECHNICAL  ASSISTANCE  PROGRAM 

On  May  1,  1971,  a  grant  in  the  amount  of  $53,991  was  made  available 
to  the  Montana  State  Economic  Opportunity  Office  to  provide  the  office  with 
the  capability  to  extend  high  quality,  long-term,  on-site  technical  assis- 
tance to  rural  Montana.   The  objectives  the  program  is  designed  to  accomplish 
and  the  areas  they  relate  to  are  outlined  below: 

" 1 .  Housing 

A.  Establish  a  statewide  housing  agency  by  February  1,  1973. 

B.  Request  the  UUth  Legislative  Assembly  to  revise  the  Public 
Housing  Authority  Law  by  eliminating  the  referendum  requirement. 

C.  Provide  technical  assistance  to  citizens  and  organizations  in- 
terested in  forming  local  housing  authorities  in  their 
commun  i  t  ies . 

D.  Stimulate  rural  housing  programs  by  helping  communities  submit 
appl icat  ions . 


2.  Management 

A.  Assist  Community  Action  Agencies  in  refining  management  and 
administrator's  forms  and  procedures. 

B.  Help  CAAs  broaden  and  refine  ongoing  information  and  public 
relations  systems. 

C.  Review  past  evaluations  and  assessments  to  determine  agency 
weal<nesses  and  develop  appropriate  reforms  through  program 
planning  and  staff  analysis. 

3.  Day  Care 

A.  Work  with  other  concerned  agencies  to  assure  that  federal 
licensing  standards,  when  implemented,  are  realistic  for  a 
rural  setting  such  as  Montana. 

B.  Mobilize  resources  necessary  to  improve  existing  centers  and 
open  new  ones  where  needed. 

C.  Work  with  local  groups  and  agencies  toward  researching  and 
introducing  needed  legislation  before  appropriate  bodies.  " 

The  original  grant  period  ended  January  31,  1972  but  has  received 
additional  financing  in  the  amount  of  $72,009  and  the  present  grant  ends 
January  31,  1973-   Total  expenditures  through  June  30,  1972 were  $7^,576  as 
shown  on  Exhibits  B-1  and  D. 
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MANPOWER  DEVELOPMENT  PROGRAM 

On  June  ]h,     1971,  a  federal  grant  of  $2'+, 95^  was  approved  to  be  used 
to  hire  a  Manpower  specialist  to  serve  in  the  Governor's  Office.   This  person 
speril'icnlly  is  cliorgcd  with  advocating  the  manpower  needs  o(  the  poor  on 
a  statewide  level;  be  a  1 i ason  between  Community  Action  Agencies  in  the 
state  and  the  Governor's  Office,  with  focus  on  manpower  needs;  and  l<eep 
in  touch  with  the  development  of  the  new  State  Manpower  Council. 

The  program  is  fully  financed  by  the  federal  grant.  The  grant  runs 
from  July  1,  1971  to  December  31,  1972;  as  of  June  20,  1972,  $  1  1  ,  1 2if  had 
been  expended  or  incumbered. 

TR.MNING  AND  TECHNICAL  ASSISTANCE  PROGRAM 

On  May  15,  1971,  a  federal  grant  of  $60,000  was  authorized  to 
accomplish  the  following  goals: 

"I.  Provide  training  and  technical  assistance  to  OEO  grantees  on 
matters  relating  to  the  needs  of  the  poor. 

2.  Develop  expertise  in  social  planning  and  make  available  technical 
assistance  in  CAA  and  nonCAA  areas  for  the  best  utilization  and 
coordination  of  available  resources." 

The  objectives  of  the  program  in  order  to  accomplish  these  goals  during 
the  grant  year  from  July  1,  1971  to  June  30,  1972,  were  as  follows: 

"1.  Provide  for  actual  training  of  CAA  and  low-income  groups. 

2.  Provide  technical  assistance  to  CAA  and  low-income  groups  on 
training  management  systems. 


3.  Monitor  contracts  on  training  and  technical  assistance. 

k.    Update  the  current  Training  Resource  Manual." 

As  shown  in  Exhibit  B-1  and  D  total  expenditures  throught  June  30,  1972 
were  $60,962.   An  additional  $60,000  was  approved  for  this  grant  on  May  9, 
1972,  with  objectives  as  outlined  below  as  they  relate  to  Social  Planning: 

"1.  Identify  local  human  resource  programs  in  CAA  areas. 

2.  Determine  the  responsibility  of  local  governments  for  human 
resource  programs  and  identify  the  individual  or  agency  responsible 
for  coordinating  local  program  efforts. 

3.  Match  the  resources  with  the  needs  and  develop  model  delivery 
systems  to  coordinate  local  programs. 

k.    Develop  documents  which  will  propose  a  human  resource  system 
for  local  governments." 

EMERGENCY  FOOD  AND  MEDICAL  SERVICES 

On  June  18,  1971,  the  Montana  State  Economic  Opportunity  Office 
undertook  to  administer  the  disbursement  of  a  $100,000  grant  to  local 
agencies  within  the  state.   As  shown  on  Exhibits  B-1,  C  and  D,  the  total 
amount  of  the  grant  was  received  and  transferred  to  local  agencies  within 
the  grant  year  July  1,  1971,  to  June  30,  1972. 


VISTA  SUPERVISORY  CONTRACT 

The  Montana  State  Economic  Opportunity  Office  signed  a  contract 
with  the  Action  Agency  in  Denver  pursuant  to  the  Economic  Opportunity 
Act  of  1964,  as  amended,  on  May  1,  1972,  to  provide  the  following  services 
during  the  period  April  15,  1972,  through  April  ]k,    1973: 

"The  Contractor  Shall  provide  personnel  to  supervise  VISTA  Volunteers 
who  are  assigned  to  the  Contractor  as  sponsor  of  VISTA  Project  No. 
MT-01-019-9  located  at  Helena,  Montana." 

The  total  amount  of  the  contract  was  $1^^,205  and  $3,l6l  had  been 
expended  through  June  30,  1972,  as  shown  on  Exhibits  B-1  and  D. 

PUBLIC  SERVICE  CAREERS 

The  Montana  State  Economic  Opportunity  Office  was  awarded  a  grant  on 
June  11,  1971,  for  the  eighteen  month  period  July  1,  1971,  to  December 
31,  1972,  in  the  amount  of  $167,000.   As  shown  on  Exhibits  B-1  and  D, 
$89,076  had  been  expended  as  of  June  30,  1972.   The  goals  of  this  grant 
were  as  fol lows : 

1.  Provide  a  mechanism  to  open  communication  channels  between 
the  colleges  and  low-income  people  concerning  the  changes 
necessary  to  develop  the  best  educational  opportunities. 

2.  Establish  a  vehicle  to  coordinate  training,  education,  and  career 
opportunities  for  the  poor  and  for  para-professional  CAA  staff. 
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AUDITOR'S  COMMENTS  AND  RECOMMENDATIONS 

GENERAL 

At  the  time  of  our  arrival  on  November  27,  1972,  to  perform  the 
audit  of  the  seventeen  month  period  ended  June  30,  1972,  the  general 
ledger  of  the  agency  was  not  posted  or  closed  through  June  30,  1972.   The 
primary  reasons  for  this  lack  of  timeliness  in  maintaining  the  accounting 
records  were: 

1.  An  accounting  system  which  was  extremely  cumbersome  and  was 
not  designed  to  provide  the  financial  information  for  an 
agency  of  i  ts  s  ize. 

2.  A  lack  of  financial  management  personnel  with  the  experience 

or  training  to  institute  changes  within  the  accounting  operation 
which  would  provide  timely  and  accruate  financial  reporting. 

The  Community  Action  Program  Management  Guide  -  Grantee  Financial 
Control  Techniques  suggests  that  for  a  program  the  size  of  the  Montana 
State  Economic  Opportunity  Office  that  the  following  requirements  should 
be  met  by  the  grantee's  chief  financial  officer; 

Training  and  Education  -  A  four  year  college  degree  in  accounting 

or  its  equivalent. 
Experience  -  Two  years  experience 

This  publication  is  intended  for  guidance  and  indicates  that  the  two 
types  of  requirements  may  be  interchangeable  to  some  degree  or  that  the 
availability  of  applicants  may  be  a  factor  to  consider.   It  is  our  opinion 
that  had  the  Director  of  the  agency  adhered  to  these  suggested  requirements 
in  the  selection  of  financial  management  for  the  agency  many  of  the  problems 
in  the  financial  operation,  as  are  discussed  below,  could  have  been  avoided. 
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FINANCIAL  REPORTS 

Since  the  preparation  of  financial  statements  for  the  prior  report 

issued  by  the  Office  of  the  Legislative  Auditor  for  the  year  ended  January 
31,  1971.  no  financial  statements  for  the  entire  agency  have  been  prepared. 
During  the  seventeen  month  period  encompassed  by  this  audit  various  monthly 
and  quarterly  statements  were  prepared  for  submission  to  the  federal 
government.   These  reports  have  been  sufficient  to  satisfy  the  federal  grant 
requirements.   However,  sound  financial  management  of  any  organization  would 
dictate  the  need  for  all-inclusive  reports  in  order  for  management  to  function 
effectively  in  reaching  decisions  of  a  financial  nature. 

RECOMMENDATION: 

The  accounting  department  of  the  agency  should  prepare  monthly 
financial  statements  of  the  combined  operation  as  well  as  statements 
for  each  grant  in  operation.   These  financial  statements  should 
be  prepared  on  a  timely  basis. 

ACCOUNTING  SYSTEM 

The  office  maintained  a  general  ledger  with  a  chart  of  accounts  which 
appeared  to  be  a  combination  of  account  titles  drawn  from  the  statewide  ac- 
counting and  budgeting  system  and  federal  government  recommendations.   Some 
of  the  accounts  were  used  in  a  manner  which  bore  no  relationship  to  their  title. 
As  examples:   in  order  to  determine  the  amount  due  from  the  federal  government 
as  shown  on  Exhibit  A  it  is  necessary  to  combine  the  balances  of  the  Estimated 
Revenue  and  Operating  Revenue  accounts,  and  to  determine  the  amount  of  travel 
advances  it  was  necessary  to  refer  to  the  subsidiary  ledger  as  discussed  under 
the  Revolving  Fund  and  Travel  Advances  on  page  I3.   The  journals  maintained 
during  the  period  audited  were  claims  filed,  in-kind  revenues,  travel  advances 
and  a  general  journal.   All  entries  were  made  through  the  general  journal  rather 
than  being  made  directly  from  the  primary  journals.   No  formal  cash  receipts 
journal  was  maintained  by  the  office.   Receipts  of  cash  were  entered  on  the 
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ledger  through  the  general  journal.   The  primary  source  documentation  for  these 
entries  were  reports  of  collections  submitted  by  the  State  Treasurer. 

Subsidiary  expenditure  ledgers  called  Appropriation  Control  Ledgers,  were 
maintained  for  each  grant.   We  were  informed  that  these  ledgers  were  balanced 
with  their  control  account  in  the  general  ledger  on  a  monthly  basis.   At 
June  30,  1972,  these  ledgers  were  not  in  balance  with  the  control  accounts. 
It  was  noted  during  our  examination  that  corrections  were  made  in  various 
detail  amounts  which  had  been  posted  to  these  ledgers  without  the  same 
correction  being  entered  in  the  general  ledger. 

RECOMMENDATION: 

The  entire  accounting  requirements  of  the  agency  should  be  reviewed 
to  determine  what  information  should  be  provided.   The  system 
should  then  be  updated  to  provide  this  information  and  to  utilize 
the  statewide  accounting  and  budgeting  system.   Modern  accounting 
procedures,  such  as  direct  posting  of  subsidiary  ledgers  to  the 
general  ledger,  should  be  adopted.   Adequate  explanation  and  doc- 
umentation should  support  all  entries  made  in  the  records  of  the 
agency.   A  formal  cash  receipts  journal  should  be  established.   The 
use  of  available  electronic  data  processing  of  accounting  records 
should  be  investigated  to  permit  the  financial  personnel  of  the 
agency  to  efficiently  utilize  their  time. 

FIXED  ASSETS 

The  agency  has  items  which  have  not  received  proper  accounting  treat- 
ment.  At  no  time  during  the  seventeen  month  audit  period  was  a  com- 
plete physical  inventory  taken.   The  amount  of  fixed  assets  shown 
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on  Exhibit  E  in  our  report  was  developed  from  a  review  of  the  purchase 
orders  of  the  agency.   In  many  cases  there  were  no  numbers  or  inventory 
tags  shown  on  fixed  asset  items.   In  a  tour  of  the  agency  offices  many 
items  were  found  that  were  not  tagged.   In  most  cases  where  fixed  assets 
were  listed  there  was  no  indication  of  the  personnel  that  were  responsible 
for  that  asset.    The  fixed  asset  accounts  are  updated  at  year  end  only. 
The  Department  of  Administration  in  Management  Memo  70-17  has  issued 
instructions  relating  to  property  control  procedures  to  be  implemented  by 
all  state  agencies.   Among  the  things  that  this  memo  requires  are  an  annual 
inventory,  proper  valuation  and  the  recording  of  fixed  asset  transactions. 

RECOMMENDATION: 

We  recommend  that  the  department  implement  the  property  control 
procedures  prescribed  in  Department  of  Administration  Management 
Memo  70-17-   A  review  of  the  needs  of  the  agency  should  be  made 
to  determine  if  any  additional  procedures  should  be  required. 

REVOLVING  FUND  AND  TRAVEL  ADVANCES 

The  agency  maintains  a  revolving  fund  accourrt  at  a  local  bank  which 
was  in  the  amount  of  $3,500  at  June  30,  1972.   The  bank  statements  had  not 
been  reconciled  to  the  general  ledger  on  a  current  or  monthly  basis.   In 
addition,  the  amount  of  travel  advances  outstanding  and  due  from  employees 
is  kept  in  a  subsidiary  ledger  which  was  not  easily  reconcilable  to  the 
amount  which  the  cash  books  would  indicate  was  due.   It  was  noted  that 
while  two  signatures  were  required  for  these  checks,  the  practice  existed 
of  pre-s igning  these  checks,  primarily  due  to  the  fact  that  one  of  the 
required  signers  was  ofen  traveling  and  not  available  to  sign  these  checks. 
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RECOMMENDATION: 

1.  Sufficient  author  ized  s  igners  should  be  available  in  the  office 

at  all  times  so  as  to  eliminate  the  practice  of  pre-s  i  gn  ing  checks. 

2.  The  banl<  statements  should  be  reconciled  to  the  cash  books  by 
someone  independent  of  other  accounting  functions,  on  a  timely 
and  monthly  basis. 

3.  The  subsidiary  of  travel  advances  due  from  employees  which  makes 
up  the  difference  between  the  cash  balance  per  books  and  the 
total  amount  of  the  revolving  fund  should  be  maintained  in  such 
a  manner  as  to  make  it  readily  determinable  which  employees  have 
the  advances  outstanding.   Of  the  $2,239  due  from  employees  at 
June  30,  1972,  the  detail  list  consisted  of  less  than  ten 
employees;  however,  it  required  approximately  four  hours  of 
work  in  order  to  determine  exactly  which  employees  owed  these 
balances  and  the  amounts  which  were  due.   We  have  discussed 
with  members  of  Centralized  Services  within  the  Department  of 
Inter-governmental  Relations  of  which  the  State  Economic  Opportunity 
Office  is  now  a  part,  various  accounting  methods  which  could  be 
employed  to  eliminate  this  problem.   The  accounts  receivable 
subsidiary  should  be  reconciled   monthly  at  the  time  of  the  bank 
reconci 1 i at  ion. 

k.    During  our  review  of  this  system  it  was  noted  that  some  voided 
checks  could  not  be  accounted  for.   We  would  recommend  that  the 
procedures  be  such  that  voided  checks  for  each  month  be  subsequently 
filed  with  the  returned  checks  from  the  bank  so  that  at  all  times, 
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all  checks  not  outstanding  would  be  available  for  inspection. 

IN-KIND  REVENUE 

It  was  stated  in  the  report  of  the  Legislative  Auditor  of  the  State 
of  Montana  reporting  on  the  State  Economic  Opportunity  Office  at  January 
31,  1971  that  the  State  Economic  Opportunity  Office  was  operating  an  adequate 
system  of  accounting  for  In-Kind  services;  however,  it  was  noted  that  during 
the  seventeen  month  period  ended  June  30,  1972,  that  this  system  ceased  to 
operate  adequately.   The  primary  cause  for  this  was  stated  as  the  fact  that 
sufficient  matching  revenues  had  been  received  from  the  state  in  terms  of 
those  necessary  to  maintain  the  basic  office  grant  and  In-Kind  services 
were  no  longer  required.   The  system  of  accounting  for  In-Kind  revenues 
subsequent  to  June  30,  1971,  was  maintained  on  a  single  memo  type  set  of 
records  which  was  not  tied  to  the  general  ledger  of  the  state  agency. 

RECOMMENDATION: 

At  such  time  as  In-Kind  revenue  or  service  is  received  by  the  agency 
a  proper  double-entry  system  should  be  instituted.   This  ledger 
should  be  kept  in  balance  with  a  control  account  in  the  general 
ledger.   All  entries  made  to  this  ledger  should  be  adequately 
supported  by  standard  state  forms  and  methods  of  documentation  that 
are  in  existence. 

ACCOUNTS  PAYABLE 

During  the  course  of  our  examination,  we  reviewed  the  accrual  of  $12,28^ 
in  accounts  payable.   We  also  tested  for  unrecorded  liabilities  and  as  a  result 
of  this  test  we  adjusted  the  accrued  liabilities  upward  $12,338  to  a  total 
of  $2'+, 622.   The  major  reason  for  these  unrecorded  liabilities  was  the  fact 


that  the  office  accrued  only  June  expenses  paid  in  July  whereas  many  of  the 
June  expenses  were  not  paid  until  August  and  September  and  some  of  them 
were  still  unpaid  as  of  December  15.   There  are  two  reasons  for  the  late 
payment  of  these  liabilities:   1)  the  failure  of  creditors  to  submit  claims, 
specifically  employees  with  travel  money  due  and  local  CAP ' s  which  were 
being  reimbursed  for  expenses  incurred  in  June,  2)  the  failure  of  the  office 
to  pay  on  vouchers  and  invoices  submitted  for  two  and  three  months  and  longer 
after  they  had  been  received.   These  claims  that  they  failed  to  pay  timely 
were  items  on  which  there  was  a  dispute,  but  there  appeared  to  be  an  undue 
amount  of  time  required  to  resolve  these  problems. 

RECOMMENDATION: 

We  recommend  that  the  department: 

1)  Set  up  a  deadline  for  the  submission  of  claims  by 
employees  and  local  CAP'S 

2)  Resolve  disputed  claims  with  the  utmost  dispatch 

3)  Pay  all  undisputed  claims  submitted  during  the  month,  by 
a  specified  date  the  following  month. 

PERSONNEL  RECORDS 

A  review  of  selected  personnel  files  revealed  that  these  files  did 
not  contain  employment  applications. 

RECOMMENDATION: 

We  recommend  that  all  employees  be  required  to  complete  employment 
application  forms  and  that  these  forms  be  retained  in  their 
personnel  f i les. 
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FISCAL  YEAR 

Under  the  present  accounting  system  it  is  necessary  for  the  department 
to  maintain  accounting  records  i>jhich  allow  for  reporting  to  both  the  federal 
government  on  a  grant  year  which  ends  January  31,  of  each  year,  and  also  for 
reporting  to  the  state  on  a  fiscal  year  which  ends  June  30,  of  each  year. 
In  addition  to  this,  the  agency  is  required  to  submit  budgets  for  both 
federal  purposes  and  state  purposes,  which  coincide  with  these  two  fiscal 
years . 

RECOMMENDATION: 

The  agency  should  attempt  to  have  its  federal  grant  year  changed  to 
coincide  with  the  state  fiscal  year  in  order  to  simplify  the 
budgetary  controls  within  its  accounting  system.   Implementation 
of  this  would  essentially  eliminate  a  large  portion  of  the  procedures 
which  are  presently  required  in  order  to  make  available  the  infor- 
mation for  both  federal  and  state  reporting  purposes. 

BUDGETS  -  DEVELOPMENT  OF  AND  BUDGETARY  CONTROL 

It  was  noted  in  our  review  of  budgets  submitted  to  both  the  federal  and 
state  government  that  there  appeared  to  be  little  emphasis  placed  on  having 
the  personnel  working  within  the  various  grants  involved  in  the  development 
of  budgetary  amounts.   While  in  most  cases  there  was  satisfactory  detail 
in  support  of  how  budgetary  figures  were  arrived  at,  there  were  numerous 
instances  in  which  major  changes  occurred  throughout  the  period  which  would 
necessitate  revisions  in  the  budget  in  order  to  make  them  meaningful.   These 
revisions  did  not  appear  to  have  been  made.   In  several  cases  when  budgetary 
amounts  appear  to  have  been  exceeded  or  great  ly under  used  during  one  period 
with  the  anticipation  of  using  them  in  the  future  period,  no  formal  docu- 
mentation \,^as    developed  in  support  of  this  action.   After  discussions  with 
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the  State  Economic  Opportunity  Office  Director,  it  appeared  tliat  the  Federal 
Director,  to  which  the  State  Economic  Opportunity  Office  Director  reports, 
seemed  satisfied  to  operate  primarily  on  a  verbal  basis. 

RECOMMENDATION: 

The  chief  financial  officer  of  State  Economic  Opportunity  Office 
should  take  steps  to  insure  that  adequate  documentation  is  created 
in  support  of  agency  action  as  to  assure  compliance  with  federal 
and  state  laws,  if  not  done  as  a  matter  of  effective  operation. 

QUESTION  COSTS 

In  our  examination  of  transactions  it  was  noted  that  a  claim  filed 
under  the  Training  and  Technical  Assistance  grant  included  a  consultant  fee 
of  $250  for  one  day  on  claim  number  klST ,    in  violation' of  OEO  requirements 
permitting  $100  per  day.   I  terns  of  personal  property  were  purchased  for 
prices  in  excess  of  $500  without  special  written  OEO  approval  on  purchase 
orders  //28221if  and  278552. 

CONCLUSION 

The  accounting  system  and  internal  controls  of  the  Montana  State 
Economic  Opportunity  Office  are  considered,  except  as  noted  above,  adequate 
to  safeguard  the  assets  of  the  grantee,  check  the  accuracy  and  reliability 
of  accounting  data,  promote  operational  efficiency  and  encourage  adherence 
to  prescribed  management  policies. 

This  report  has  been  discussed  with  the  director  of  the  State  Economic 
Opportunity  Office.   We  wish  to  thank  him,  his  staff,  and  the  Department  of 
Inter-governmental  Relations  for  their  assistance  and  cooperation  during  this 
engagement. 


/:).r^i^  #oiLx^;^X^ 


Certified  Public  Accountants 
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EXHIBIT  A 


STATE  ECONOMIC  OPPORTUNITY  OFFICE 

ALL  FUNDS 

BALANCE  SHEET 

June  30,  1972 


ASSETS 
Cash  in  Bank 
Cash  in  State  Treasury 
Due  From  Federal  Government 
Employees  Travel  Advances 
Equipment 

Total 


Federal  and 

General 

General 

Private 

Fixed 

Fund 

Revenue  Fund 

Assets 

$ 

$    1,261 

$ 

■  - 

151,560 

- 

- 

158, 129 

- 

- 

2,239 

- 

_ 

_ 

9.681 

$ 

$  313.189 

$  9,681 

LIABILITIES.  RESERVES. 
AND  FUND  BALANCE 

Accounts  Payable 

Reserve  for  Investment  in  General 
Fixed  Assets 

Fund  Balance  (Exhibit  B) 

Total 


$   24,622    $ 


288,567 
$  313,189 


9,681 


$  9,681 
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EXHIBIT  B 


STATE  ECONOHIC  OPPORTUNITY  OFFICE 

ALL  FUNDS 

STATEMENT  OF  CHANGES  IN  FUND  BALANCE 

Seventeen  Months  Ended  June  30,  1972 

Federal  and 
Federal  and   Private  Grant 
General       Private     Clearance 
Fund      Revenue  Fund     Fund 

Fund  Balance,  February  1,  1971  $   2,163     $   79,672     $ 

Add: 

Revenue  (Exhibit  C)  22.069       841. 06^       29.936 

Total  Balance  and  Additions  2it,232       920,736       29  936 

Deduct: 

Expenditures  (Exhibit  D)  2^,222       632,739       29  936 

Appropriation  Reversion, 

June  30,  1971  10  -  _ 

Reserve  for  Encumbrances, 

January  31.  1971  -_  (570) 

Fund  Balance,  June  30,  1972  $     _      $  288,567     $ 
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STATE  ECONOMIC  OPPORTUNITY  OFFICE 

FEDERAL  AND  PRIVATE  REVENUE  FUND 
STATEMENT  OF  CHANGES  IN  FUND  BALANCE 
Seventeen  Months  Ended  June  30,  1972 

Special 
State       Mobilization   Head  Start     Technical 
Agency          Of       Public  Service  Assistance 
Assistance     Resources      Careers Program 

Fund  Balance,  February  1,  1971      $      -       $   55,251      $  2it,421      $ 

Add: 

Federal  Grant  Revenue 

(Exhibit  C)  12^,88]        163.872       :^        126.152 

Total  Balance  and 

Additions  12^^,881        219,123        2if,'t21        126,152 

Deduct : 

Expenditures  (Exhibit  D)        80,2lit        189,205       24,421         74,576 

Reserve  for  Encumbrances, 

January  31,  1971  I_  (570)       2_       - 


Fund  Balance,  June  30,  1972         $  44,667 $   30,488 $      $  51  .576 
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EXHIBIT  B-1 


Emergency 
Training  and     Food  and  Public 

Manpower      Technical       Medical        Vista       Service 

Development     Ass  i stance      Services  Supervisory     Careers  Total 

$-$-$-$-$-  $  79.672 


24.95^  120.000  100.000                   1^.205  1 67. OOP  8^1.06^ 

2^,95^  120,000  100,000                   lit,205  167,000  920,736 

\],]2k  60,962  100,000                  3,161  89,076  632,739 

-  1_  1_  Z_  -_  (570) 

$  13.830  $  59,038     $      $  ]],0k^            $  77,92^ $  288,567 
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EXHIBIT  C 


STATE  ECONOMIC  OPPORTUNITY  OFFICE 

ALL  FUNDS 

STATEMENT  OF  REVENUES 

Seventeen  Months  Ended  June  30,  I972 


No.    85UIA-O 


Federal    and 
Federal    and      Private   Grant 
General  Private  Clearance 

f^und  Revenue   Fund  Fund 


Appropriation  ^    15,626  $ 

State    In-Kind   Contributions  6  l^l^■l 
Federal    Grants: 

No.    6082F-1  .  ^ 

No.    6082F-2  .  ^^'°^° 

No.    6082F-3  iJ&.^yi 

No.    6082G-0  _  ,8  i^,6 

^°-    S370A-0  .  60^000 

'^°-    S382A-0  .  ,6^^000 

No.    8502A-0  .  2it.95i+ 


100,000 


$ 


No.    82OOA-O  -,    £_, 

No.    8200A-1  "  ^''^°' 

No.    82OOA-6  _  ,,    ,"                      '^'590 

No.    8200B-0  _  ll'lll 

No.    8200B-1  _  ^J'^„ 

No.    857'+A-0  .  ^    '^^^                   ,.^   ," 

No.    80800-R-08  ,oc  -yna  '7,3^6 

No.    80800-R-09  .  '6o;oSo                           I 

Contract    -   Action   Region   VIM  _  ,4   205 

Transfers    from  Eastern   Montana 
State   College   -   GOP   programs 

and   other  miscellaneous    receipts  _                               Zj3o 


Total    Revenues  $   22,069  $   8^^1.064  $    29.936 
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STATE  ECONOMIC  OPPORTUNITY  OFFICE 

ALL  FUNDS 

STATEMENT  OF  EXPENDITURES 

Seventeen  Months  Ended  June  30,  1972 

Head  Start    Special 

State      Mobilization    Public  Technical 

Agency         Of        Service  Assistance 
Assistance    Resources     Careers      Program 


Personnel  Costs: 


Salaries  and  Wages  $  66,346  $  114,698  $  22,525  $  36  553 

Employee  Benefits  5,801  12,790  1,796  3  944 

Consultants  and  '  ' 

Contracted  Services  2.132  13. I98  iqq  9  537 

Total  Personnel  Costs  74.279       140.686       24.421       50. 03!^ 

Non-Personnel  Costs: 

Travel 

Space  Costs  and  Rentals 
Supplies  and  Materials 
Equipment  Costs 
Other  Costs 

Total  Non-Personnel  Costs 

Transfers  Of  Funds  To  Other  Agencies 
For  Administration  Of  Programs 

Total  Expenditures 

Grant  Expenditures  By  Fund: 

General  Fund 

Federal  and  Private 
Revenue  Fund 

Federal  and  Private 
Grant  Clearance  Fund 


12,817 

9,406 
2,279 
1,577 
4,078 

42, 192 

1,031 
2,181 
3.115 

48.519 

- 

20,535 

932 
1,858 
1.217 

30.157 

24.542 

$  104.436 

$  189.205 

$  24 

,421 

$  74.576 

$  24,222 

$ 

$ 

$ 

80,214 

189,205 

24,421 

74,576 

$  104.436 

$  189.205 

$  24.421 

$  74.576 
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EXHIBIT  D 


Emergency 

Training  and  Food  and  Public  Career 

Manpower    Technical  Medical  Vista  Service  Opportunity 

Development   Assistance  Services  Supervisory  Careers  Training  Total 

$  8.788    $  23.906  $     -  $  2.222  $  25.383  $     -       $  300,^^21 

693       2,753  -  259  2,921  -         30,957 

1°      2'>96^      =_      =_  29.977      :_        76.918 


-Mil      ^8,623      -_  1M\  58.281      ._  z,o8.296 


1.091  7.828                       -  679  8.333  -  93.475 

126  55                         -  -  1.055  -  5.97^ 

^\c.  Al\                      -  -  esk  .  8.661 

-^  -1-609  :_             I  20.713             -_  3K149 


-1-633  12,339  -__  680  30.795  :_  148.665 

:-  —  '00>000  i_  i_  29.936  129.936 


$11.124           $  60.962           $    100.000           $  3.I6I            $  89.076           $   29.936  $  686.897 

$-$-$-$-$-$-  $     24,222 

11,124                60,962                100,000                3,l6l                89,076                         -  632,739 

—             —             z-             i_             i_              29.936  29,936 

$11.124            $  60.962            $    100.000            $   3.I6I            $   89.O76            $   29.936  $  686,897 
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EXHIBIT  E 


STATE  ECONOMIC  OPPORTUNITY  OFFICE 

STATEMENT  OF  CHANGES  IN  GENERAL  FIXED  ASSETS 
Seventeen  Months  Ended  June  30,  I972 


Equipment  -  Balance,  February  1,  1971  ^   qcq 

Additions:  q  t>  1 

°./3l 

Equipment  -  Balance,  June  30,  I972  <  q  ^81 
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EXHIBIT  F 


STATE  ECONOMIC  OPPORTUNITY  OFFICE 

STATE  AGENCY  ASSISTANCE  PROGRAM 

STATEMENT  OF  GRANT  EXPENDITURES  COMPARED  WITH  AUTHORIZATION 

Grant  Fiscal  Year  Ended  January  31,  1972 


Personnel  Costs: 

Salaries  and  Wages 
Employee  Benefits 
Consultants  and  Contracted 
Services 

Total  Personnel  Costs 

Non-Personnel  Costs 

Travel 

Space  Costs  and  Rentals 
Supplies  and  Materials 
Equipment  Costs 
Other  Costs 

Total  Non-Personnel  Cos*-s 

Total  Expenditures 

Grant  Expenditures  By  Fund: 

General  Fund 
Federal  and  Private 
Revenue  Fund 

Total  Expenditures 


Federal  Under 

Grant  (Over) 

Authorization  Expend  i tures  Authori  zat  ion 


$  i^8.659 

$ 

46,692 

$ 

1,967 

4,143 

3,913 

230 

675 

983 

. 

(308) 

53.477 

51.588 
8,016 

- 

1.889 

9.850 

1.834 

5,791 

5.791 

- 

660 

1,254 

(594) 

828 

1.392 

(564) 

1,850 

3,135 

(. 

1.285) 

18,979 

19.588 

. 

(609) 

$  72.456 

$ 

71.176 

^ 

1,280 

$  15,956 

$ 

14,705 

$ 

1,251 

56,500 

56,471 

. 

29 

$  72,456 

^ 

71,176 

$ 

1,280 
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EXHIBIT  G 


STATE  ECONOMIC  OPPORTUNITY  OFFICE 

MOBILIZATION  OF  RESOURCES  PROGRAM 

STATEMENT  OF  GRANT  EXPENDITURES  COMPARED  WITH  AUTHORIZATION 

Grant  Fiscal  Year  Ended  January  31,  1972 


Personnel  Costs: 


Total  Non-Personnel  Costs 
Total  Expenditures 


Federal  Under 

Grant  (Over) 

Authorization  Expend! tures  Author! zat  ion 


Salaries  and  Wages  $  72,5^0  $  72.5^0     $ 

Employee  Benefits  7,803        7,803 
Consultants  and  Contracted 

Services  6.406        8.784      (2.378) 

Total  Personnel  Costs  86.7^9       89.127      (2.378) 

Non-Personnel  Costs: 

Travel  21,114        25,004      (3,890) 

Space  Costs  and  Rentals  -  -  - 

Supplies  and  Materials 
Equipment  Costs 
Other  Costs 


1,696 

739 

8.900 

1,010 
1,437 
2.614 

686 
(698) 
6.286 

32.449 

30.065 

2,384 

$  119,198 

? 

119.192 

?    6 
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EXHIBIT  H 


STATE  ECONOMIC  OPPORTUNITY  OFFICE 

MOBILIZATION  OF  RESOURCES  PROGRAM 

STATEMENT  OF  GRANT  EXPENDITURES  FOR  FEDERAL  GRANT  NO.  6082 

For  Year  Ended  January  31,  I972 


Federal  Under 

Grant  (Over) 

Authorization  Expendi  tures  Author izat  ion 


Personnel  Costs; 


Salaries  and  Wages                 $  93,659      $  61,999  $31,660 

Employee  Benefits  6,512  5,6l6  896 
Consultants  and  Contracted 

Services  ^35  9.^20  -  (8,985) 

Total  Personnel  Costs  100,6o6  77,035  23  57I 

Non-Personnel  Costs: 

"'''■^^^'  9.^+00  20,053  (10,653) 

Space  Costs  and  Rentals  -  _  _ 

Supplies  and  Materials  -  1,576  (I  576) 

Equipment  Costs  _  2^937  (2*937) 

Other  Costs  ^9^  2^432  (l!938) 

Total  Non-Personnel  Costs  9,89^  26,998  (I7  10^) 

Total  Expenditures                $  110.500      $  IOU.033  $   6,^67 
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EXHIBIT  I 


STATE  ECONOMIC  OPPORTUNITY  OFFICE 
TRAINING  AND  TECHNICAL  ASSISTANCE 
STATEMENT  OF  GRANT  EXPENDITURES  FOR  FEDERAL  GRANT  NO.  8370 
Grant  Fiscal  Year  Ended  June  30,  1972 


Personnel  Costs: 

Salaries  and  Wages 
Employee  Benefits 
Consultants  and  Contracted 
Servi  ces 

Total  Personnel  Costs 

Nonpersonnel  Costs: 

Travel 

Space  Costs  and  Rentals 
Supplies  and  Materials 
Equipment  Costs 
Other  Costs 

Total  Nonpersonnel  Costs 

Total  Expenditures 


Federal  Under 

Grant  (Over) 

Authorization  Expenditures  Author izat  ion 


$  25,700 
2.687 

$  23,906 
2.753 

$  1,79^ 
(66) 

21.653 

21,262 

391 

50,OttO 

^+7.921 

2,119 

7.560 

7,828 

(268) 

600 

1.800 

525 
2,117 
1.609 

75 
(2.117) 
191 

9.960 

12,079 

(2.119) 

$  60,000 

$  60,000 

$ 
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STATE  ECONOMIC  OPPORTUNITY  OFFICE 
SUPPLEMENTAL  SCHEDULE  OF  FEDERAL  GRANT  REVENUES  AND 
EXPENDITURES  IN  FEDERAL  AND  PRIVATE  REVENUE  FUND 
February  1,  I97I  to  June  30,  1972 


Grant  Number 


8200-A-O 

82OO-A-6 

6082-F-l 

6082-F-2 

6082-F-3 

8370-A-O 

8541 -A-0 

8200-B-O 

8200-B-I 

8382-A-O 

8502-A-O 

6O82-G-O 

8O8OO-R-72-O8 

8O8OO-R-72-O9 

Contract  #  72-80-900? 

Mi  see  1  I aneous 

Other  CAP  Agencies 


Totals 


Grant 

Period 

Grant 

Eeqinninq 

End  inq 

Amount 

June  2,  1970 

October  10,  1971 

$  107,998 

August  13,  1971 

October  10,  1971 

11,200 

February  1,  I97I 

January  1,  1972 

S'+.OOO 

May  I,  1971 

January  1,  1972 

56,491 

August  27,  1971 

January  1,  1972 

9 

July  1,  1971 

June  30,  1972 

60,000 

July  1,  1971 

June  30,  1972 

100,000 

October  11,  I97I 

August  13.  1972 

35,500 

January  11,  1972 

August  13,  1972 

31,552 

July  1,  1971 

December  31,  1972 

167,000 

July  1,  1971 

December  31,  1972 

24,95'+ 

February  1,  1972 

January  31 ,  1973 

18,416 

February  1,  1972 

January  31 ,  1973 

185. 706 

July  1,  1972 

June  30,  1973 

60,000 

April  15,  1972 

April  ]k,    1973 

14,205 

(A)  These  two  grants  are   compared  with  authorization  on  Exhibit  G. 

(B)  These  three  grants  are  compared  with  authorization  on  Exhibit  H. 

(C)  This  grant  is  compared  with  authorization  on  Exhibit  I. 
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EXHIBIT   J 


Revenue 

Due  From 
Federal 

Exper 

iditures 

February  I , 

February  1. 

Prior  To 

1971  To 

Government 

Through 

1971  To 

January  3 1 , 

June  30, 

June  30, 

January  31 , 

June  30, 

1971 

$ 

1972 

1972 

1971 

1972 

Total 

$  86,397 

21,601 

$ 

$  31.146 

$ 

76,852 

$  107,998 

(A) 

~ 

1 1,200 

- 

- 

11,194 

11,194 

(A) 

~ 

S'f.OOO 

- 

- 

54,000 

54,000 

(B) 

~ 

56,^91 

- 

- 

50,024 

50,024 

(B) 

— 

9 

- 

- 

9 

9 

(B) 

~ 

60,000 

- 

- 

60,000 

60.000 

(c) 

- 

100,000 

- 

- 

100,000 

100,000 

- 

35,500 

- 

- 

35,500 

35,500 

~ 

31,552 

- 

- 

31,552 

31.552 

~ 

167,000 

- 

- 

89.076 

89.076 

~ 

2't,95^ 

- 

- 

1 1 , 1 24 

11,124 

- 

18,416 

- 

- 

18,416 

18,416 

- 

185,706 

111,424 

- 

66,018 

66,018 

- 

60,000 

36,000 

- 

962 

962 

- 

14,205 

10.705 

- 

3,161 

3,161 

- 

430 

- 

- 

430 

24.it21 

$ 

- 

- 

$ 

24,421 
632.739 

" 

841.064 

$  158.129 

(E 

xhibit  B, 

(Exhibit  A) 

(E 

xhibit  B, 

B- 

1  and  C) 

B- 

1  and  D) 
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AGENCY  REPLY 


THOMAS  L.  JUDGE 

GOVERNOR 


STATE  OF  MIINTANA 

DEPARTMENT  OF  INTER(,'OVEIWMENTAL  RELATIONS 

RONALD  P.  RICHARDS.  DIRECTOR  -  MARTIN  T.  MANGAN.  DEPUTY 

OFFICES  AT  1424  NINTH,  HELENA 

40«/449-J494 

MAIL  TO  CAPITOL  STATION.  HELENA.  MT  59601 


March  12,  1973  H  '         "^    ) 

iImR  i:,' 1973 

f.lLiiJlAilH  LLGliLATIVE  AUDITOR 

Mr.  Morris  L.  Brusett,  CPA 
Legislative  Auditor 
Capitol  Station 
Helena,  Montana   59601 

Dear  Mr .  Brusett: 

Here  is  our  response  to  the  audit  of  the  17-month  period  ending  June  30,  1972,  of 
the  Montana  State  Economic  Opportunity  Office. 

We  have  chosen  to  respond  in  this  manner  because,  for  the  period  of  the  audit, 
SEOO  was  a  program  in  the  Governor's  Office,  but  since  September  1,  1972,  it 
has  been  the  Economic  Opportunity  Division  in  the  Montana  Department  of  Inter- 
governmental Relations .    In  this  latter  role  the  annual  federal  requirement  for  a 
state  Economic  Opportunity  audit  was  transmitted  to  your  office. 

Many  of  the  procedures  criticized  in  the  audit  were  well  on  the  road  to  rectification 
even  during  the  auditors'  presence,  so  if  our  response  seems  unnecessarily  brief, 
please  understand  that  we  intend  the  exhibits ,  which  we  ask  you  also  to  publish 
with  the  reply ,  to  carry  the  explanation . 

The  audit  seems  unnecessarily  one-sided ,  for  although  a  number  of  management 
procedures  may  have  deserved  questioning,  no  mention  appears  anywhere  of  any 
of  the  tremendous  successes  many  of  the  OEO  programs  have  enjoyed  under  the 
staffs  gfuidance. 

We  came  to  your  office  for  the  audit  because  we  firmly  believed  professional 
auditors  could  best  negotiate  and  manage  a  contracted  audit  for  us.    We  also  believed 
we  could  avoid  duplication  in  audits  if  your  staff  could  thoroughly  coordinate  such 
an  audit  with  the  Federal  Government.    It  may  be  too  early  to  express  our  disappoint- 
ment, but  the  adverse  reaction  of  the  Region  VIII  Economic  Opportunity  Office  in 
Denver  to  the  way  the  audit   was  reported  has  served  to  disrupt  our  operations  to  some  extent 
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March  12,  1973 


The  causal  connection  may  not  be  apparent,  but  OEO-Denver  withheld  some  $130,000  in 
further ,  needed  funds  this  program  year ,  allegedly  because  of  noted  deficiencies  in  the 
way  the  audit  was   reported  and  not  over  its  findings . 

If  you  have  any  questions ,  or  desire  clairifications ,  please  do  not  hesitate  to  contact 
either  of  us  at  your  earliest  convenience . 

Sincerely , 

Vw-^an  newman 

Administrator ,  Economic  Opportunity 

Martin  T .  Mangan 
Acting  Director 

Enc. 


MONTANA  DEPARTMENT  OF  INTERGOVERNMENTAL  RELATIONS 
RESPONSE  TO  THE  MONTANA  STATE  ECONOMIC 
OFnCE  EXAMINATION 
DATED  JANUARY  10 ,  1973 
We  have  studied  the  examination  submitted  by  the  representative  of 
Dobbins,  McGrew  and  Malone,  Certified  Public  Accountants  of  Missoula. 
Many  of  the  conditions  resulting  in  findings  in  this  audit  report  we  were 
aware  of  at  the  time  of  Reorganization  of  the  Department  of  Intergovernmental 
Relations .    We  encouraged  the  official  audit  because  we  felt  it  would  be  an 
important  milestone  from  which  to  guage  our  own  progress  in  the  reorgani- 
zation effort .    (We  cannot  help  but  emphasize  the  report  does  not  fairly 
represent  the  tremendous  success  many  of  the  OEO  programs  have  enjoyed 
vnder  the  staffs  guidance . )   The  discoveries  reported  here  have ,  in  many 
cases,  already  been  rectified,  and  if  not  at  the  time  of  the  last  visit  by  the 
auditors  around  December  15,  rectifications  have  subsequently  begun. 
However,  we  will  respond  to  each  of  the  findings: 

1.   In  regard  to  the  general  statements  about  the  condition  of 
accounts  and  records  for  the  Economic  Opportunity  Division  prior  to 
July  1 ,  1972:    it  is  important  to  note  that  the  primary  persons  now  assigned 
to  supervising  OEO's  activities  both  have  four-year  college  degrees  in 
accounting  in  one  man's  case  and  financial  management  in  the  others. 
Each  of  them  have  in  excess  of  two  year's  experience  in  the  accounting 
field.    One  of  them  can  count  nearly  four  years  in  state  government 
accounting.    The  other  one,  over  a  year  with  state  government.    It  is 
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our  conclusion  that  these  men  and  their  supporting  colleagues  in 
Centralized  Services  have  fiUed  the  needs  of  this  and  all  other  IGR 
divisions  for  professional  accounting  expertise  available  at  all  times. 
They  have  made  a  number  of  improvements  and  have  planned  even  more 
improvements  in  the  accounting  systems  being  operated  for  all  of  the  IGR 
divisions .    (Resumes  available  upon  request . ) 

2.    The  auditors  recommend  the  preparation  of  monthly  financial 
statements .  reflecting  all  operations  of  the  Office  of  Economic  Opportunity . 
These  financial  statements  are  n6w  being  prepared  on  a  timely  basis  for 
submission  to  the  IGR  Director  and  the  appropriate  administrators  as 
early  as  possible  each  month,  for  the  previous  month's  business.    Through 
this  reorganization  period  our  manual  reports  are  reconciled  with  the 
controller's  report  before  they  are  released  to  the  program  managers. 
(Cite  Exhibit  A.) 

3.    The  auditors  recommend  that  the  entire  accounting  requirements 
of  the  agency  should  be  reviewed  to  determine  what  information  should  be 
updated,  modem  accounting  procedures  should  be  adopted,  adequate 
explanation  of  all  transactions  should  be  maintained,  formal  cash 
receipts  journals  should  be  established  ai^d  the  use  of  available  electronic 
data  processing  should  be  incorporated  to  the  most  feasible  extent 
possible.    All  of  these  steps  have  been  taken  or  are  in  the  process  of 
being  implemented.    A  review  of  accounting  requirements  and  system 
updating  is  an  on-going  task .  which  one  of  the  two  previous  cited 
individuals  has  been  assigned  to  supervise .    Documentation  is  the 
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requirement  for  all  our  programs  since  reorganization  and  the  explana- 
tions involved  are  required  to  be  accurate  and  fully  explanatory.    Formal 
cash  receipts  journal  is  part  of  our  whole  receiving  and  recording  of 
receivables.    An  example  of  some  of  the  steps  takert  is  shown  in  Exhibit 
B .    The  use  of  electronic  data  processing  has  been  incorporated  in  the 
matter  of  personnel  records ,  accrued  leave  liability ,  and  inventory 
controls  which  will  be  talked  about  further  later.    Exhibit  C  is  attached 
to  indicate  the  scope  of  this  performance .    These  programs  will  be 
expanded  to  cover  more  of  the  accounting  functions  as  we  go  along. 

4.    The  auditors  found  property  control  procedures,  as  prescribed 
in  Management  Memo  70-17  were  deficient.   We  have  already  inaugurated 
a  property  control  system  that  has  computerized  tracking,  assignment  to 
employee,  and  depreciation  provisions  attached.    Exhibit  D  shows  to 
a  greater  degree  that  kind  of  record  that  is  now  being  maintained  along 
this  line . 

5 .    The  auditors  made  a  number  of  recommendations  considering 
the  revolving  fund  and  travel  advances,  all  of  which  were  well  taken. 

a.  Authorized  signers  have  been  increased  first  to  three  and  now 
to  four,  eliminating  any  further  need  for  the  practice  of  pre- 
signing  checks.    (Exhibit  E) 

b.  Bank  statements  are  now  being  reconciled  every  month  and  the 
procedure  is  following  those  recommended  by  the  controller. 
(Exhibit  F) 

c.  Subsidiary  travel  advance  system  has  been  completely  revised 
and  is  now  being  operated  under  the  new  and  expanded  criteria 
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for  aU  of  the  Department  of  Intergovernmental  Relations .    The 
receivables  in  this  case  will  also  be  reconciled  monthly  and  a 
report  to  each  administrator  on  outstanding  advances  to  his 
staff  will  be  rendered.    (Exhibit  G) 
d.    Voided  checks  are  being  properly  accounted  for  at  this  time. 
They  are  stapled  to  the  stub . 

6.  Current  revenues  and  services  are  being  incorporated  in  the  system 
of  federal  project  accounts,  a  double  entry  system.    The  ledger  for  this 
system  will  be  supported  by  appropriate  methods  of  documentation  as 

found  acceptable  in  other  federal  programs  being  managed  by  IGR. 
(Exhibit  H) 

7.  The  matter  of  paying  claims  promptly  has  been  resolved  and  all 
future  claims  will  be  paid  promptly.    Procedures  for  proper  review  and 
signoff  on  claims  are  being  inaugurated  now  with  the  GEO  personnel . 
(Exhibit  I  &  J) 

8.  A  procedure  is  now  underway  to  enter  into  employees  personnel 
records-application  or  resumes  in  the  employee  files  where  they  have  been 
deficient.    (Exhibit  K) 

9.  Efforts  are  underway  per  the  recommendation  of  the  auditors  to 
change  the  federal  grant  year  to  coincide  with  the  state  and  federal  fiscal 
year.    (Exhibit  L) 

10.  Further  budget  revisions  or  extensions  will  not  be  permitted  by 
the  Director  and  Centralized  Services  without  written  authorization  and 
documentation  from  the  Administrator  of  the  Economic  Opportunity  Division 
and  concurred  in  writing  by  the  Federal  Economic  Oportunity  Regional 
Office  in  Denver. 


COMMENTS  ON  AGENCY  RRPT.Y 


JACK  K    DoaaiN*:  C  PA. 

II.    ALLIN  McOmW     C.P.A. 
CAKL  K.  MALONC.    C  P  A. 
TIMOTHY  J.  CATHCK.    C.P.A. 
■OOtN  W.    PtRCCHKI,  C.P  A. 
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May  2,    1973 


State  of  Montana 

Office  of  the  Legislative  Auditor 

State  Capitol 

Helena,  Montana   59601 

Dear  Sir: 


""^.Y  7    1373 

MONTANA  LEUISLATIVE  AUDITOR 


We  have  reviewed  the  response  of  the  Montana  Department  of  Inter- 
governmental Relations  to  the  report  of  our  examination  dated 
January  10,  I973.   Below  are  our  comments. 

.  1)  We  agree  that  our  report  made  no  reference  to  the  success 
or  failure  of  the  programs.   We  were  engaged  to  express 
an  opinion  of  the  financial  statements  of  the  agency  and 
render  comments  and  recommendations  regarding  the  agency's 
compliance  with  statutes  and  the  adequacy  of  their  fin- 
ancial operations.   It  was  not  our  intention  to  make  any 
comments  regarding  program  results, 

2)  We  agree  that  many  of  the  weaknesses  reported  by  us 
appeared  to  be  in  the  process  of  being  corrected  by  the 
time  the  engagement  was  completed.   But  again  we  must 
emphasize  that  our  report  and  recommendations  were  based 
on  the  circumstances  as  of  June  30,  1972. 

3)  The  Department's  agreement  with  our  recommendations  appears 
to  be  evidenced  by  their  response  and  the  actions  they  are 
taking  to  implement  all  of  our  recommendations.   We  are 
pleased  that  our  report  has  served  as  a  useful  tool  to 
strengthen  the  Montana  State  Economic  Opportunity  Office's 
financial  operations. 

Very  truly  yours, 

DOBBINS,  MCGREW  &  MALONE 
Certified  Public  Accoyotants 


TJS/cr 


